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FHA/VA Interest Rate Raised 


Effective September 2... the maximum allowable interest on HUD/FHA-insured mort- 
gages and VA-guaranteed mortgages was increased from 8% to 9 percent. The 8% percent rate 
was set last April. The increase was made in accordance with HUD’s policy of keeping the 
maximum rate in line with actual mortgage market conditions. .. and to keep discount points 
at a minimum. In making the announcement... Secretary Carla Hills said that recent weeks 
have seen a rise in the number of points charged by mortgage lenders originating FHA/VA 
loans. The discount points. .. having reached excessively high levels have caused hardship for 
people selling houses with FHA/VA financing. Moreover...when points become ex- 
cessive. .. funds for FHA/VA loans tend to dry up. It is hoped the new rate will help assure 
a continuing flow of funds for moderate-income housing. Richard L. Roudebush. . . Veterans 
Administrator announced a similar change in the maximum rate for GI loans. 
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Recent Decision 


In Currier v. Citv of Pasadena, Civ. No. 45313 (Ct. App. Cal., 2d Dist., Div. 4, June 
5,) the Court of Appeals of the State of California, Second Appellate District (Los Angeles 
County, Division Four) upheld the constitutional validity of the City of Pasadena’s 
Occupancy Inspection Program. . . thereby reversing the trial court. 


A Pasadena City Ordinance requires the owners of residential premises which become 
vacant to proeure a Certificate of Occupancy before allowing any person to reoccupy that 
unit as a purchaser or tenant. The Certificate of Occupancy is issued only after a complete 
housing- and health-code inspection and a finding of compliance with the applicable code 
requirements. The owner (of the vacant unit) is responsible for making the unit available for 
inspection by the City. 


Shortly after enactment... the Ordinance was challenged by plaintiff landowner as a 
class action on behalf of all affected landowners. The legal basis for the constitutional 
challenge was the United States Supreme Court opinion in Camara vy. Municipal Court of the 
City and County of San Francisco, where the high court held that warrantless searches of 
private houses pursuant to the housing codes are unauthorized and invalid. The Supreme 
Court did rule...however...that inspection searches made with a warrant issued upon 
reasonable standards are valid. Therefore. . . the Court ruled. . . Pasadena’s vacancy inspection 
routine provides a reasonable standard upon which to issue a search of inspect warrant in 
instances where applicants refuse to allow inspection voluntarily. 
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Mayors Conference Elects 


Mayor Moon Landrieu, of New Orleans, has been elected President of the U.S. 
Conference of Mayors succeeding San Fyancisco Mayor Joseph Alioto. Also elected at the 
Conference's 43rd Annual Meeting in Boston were Newark Mayor Kenneth Gibson as Vice 
President and Syracuse Mayor Lee Alexander as Chairman of the Advisory Board. 





New Regulations for Foreclosed Homes Issued 


Tighter regulations for the preservation and protection of foreclosed homes with 
mortgages insured by HUD/FHA have been announced. Effective September 1, 
1975...HUD’s Field Offices will be required to make a physical inspection of a foreclosed 
property and report on its condition to HUD within 5 days after the Area and Insuring 
Offices receive a Notice of Property Transfer and Application for Insurance Benefits from the 
mortgage lender. 


In addition. .. lenders will be required tc submit with their claim for insurance 
benefits paid invoices supporting claims for amounts spent for protection and preservation of 
the property prior to conveyance to HUD. 


Under provisions of the National Housing Act, and the contract for mortgage 
insurance, mortgagees are reimbursed for reasonable and proper costs actually paid for such 
purposes. 


HUD Regulations require that a foreclosed home returned to HUD by the mortgagee 
be unoccupied, free of personal property, and undamaged by fire, flood, earthquake, or 
tornado. 
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FYI 


Water Pollution Control Federation. .. Annual Convention. .. Miami Beach, October 
5-10. Details: WPCF, 3900 Wisconsin Ave., N.W., Washington, D.C. 20016 (202/362-4100). 


National Trust for Historic Preservation... Annual Convention... Boston, October 
8-12. Details: NTHP, 740-748 Jackson PI., N.W., Washington, D.C. 20006 (202/382-3304). 


National Institute of Municipal Law Officers... Annual Convention. .. Washington, 
D.C., October 12-15. Details: NMIMLO, 839 17th St., N.W., Washington, D.C. 20006 
(202/347-7996) 


National Association of Housing and Redevelopment Officials... \nn Conven- 
tion... Los Angeles tober 12-15. Details: NAHRO, 2600 Virginia Ave., \.W., Washington, 
D.C. 20037 (202/333-2020). 


Hardwood Plywood Manufacturers Association... Annual Fal! Meeting. . . Bermuda, 
October 15-18. Details: HPMA, P.O. Box 6246, Arlington, Virginia 22206 (703/671-6262). 


* 
Condo Report Published 


HUD’s Condominium and Cooperative Housing Study has been released. The study 
was ordered by Congress in the Housing and Community Development Act of 
1974 enacted in August 1974...under which HUD was required to complete a study of 
problems and abuses ciated with condominium and cooperative housing within | year. 


The study rep nts the first attempt...on a national scale... to gather information 
on and analyze the factors leading to the recent rapid growth in condominium housing. It 
contains detailed ni: ata on condominiums, a comprehensive surv: > laws 
applicable to condominiums, and an extensive analysis of the nature, extent. and severity of 


problems and abuses ondominium and cooperative development and con‘ 


Major findings: 


e About 4 million Americans currently live in approximately 1.69 million condo- 
minium and cooperative units from coast-to-coast. The number of condominiums has 
increased 15-fold since 1970 to about 1.25 million units. In the same period... about 
100,000 rental units were converted to condominjum ownership and 25,000 (virtually all in 
New York City) to cooperatives. (continued) 





Condo Report—Cont’d 


e The condominium boom has been fairly localized. .. with nearly 50 percent of the 
current stock concentrated in Florida, California, and New York. 


e In the more rapidly expanding metropolitan condominium markets, starts have 
increased dramatically. ..and in some markets they have comprised a substantial percentage 
of all residentia] construction activity. In the Fort Lauderdale, Florida SMSA, there was a 
1,000 percent increase in condominium construction since 1970. In the Washington, D.C. 
area... 7.8 percent of the total building permits in 1970 were for condominiums: this rose to 
44.5 percent in 1974. In California, the number of State-registered condominiums increased 
from 5.5 percent of all registratfons of new for-sale housing in 1970 to 34.8 percent in 1974. 


e in certain markets...condominium construction has replaced multifamily rental 
construction activity. While condominiums accounted for 44.5 percent of building permits 
for the Washington, D.C. area in 1974, up from 7.4 percent four years earlier. . . multifamily 
rental permits dropped from 39.2 to 6.0 percent in the same period. 


e Certain areas of the country currently have large unsold inventories of condo- 
minium units. In the Lake Tahoe region of California and.Nevada, and in Broward County 
(Fort Lauderdale) Florida, the inventory represents 3 or more years of sales at current rates. 


e Condominiums represent a new form of housing tenure which combines some of 
the more desirable aspects of renting (location, reduced maintenace by unit owners, greater 
amenities, etc.) with the economic advantages of homeownership (tax deduction, chance of 
equity appreciation, etc.). 


e Condominiums...smaller in size than the typical new single-family detached 
house...tend to sell at prices below those of single family homés. However, the life-cycle 
‘ost of a condominium (mortgage, utilities, and maintenance costs) may equal or, in some 
cases, exceed other forms of housing. 


e Although virtually ; lemographic groups live in condominiums, middle- and 
pper-income, young, childless couples and “‘empty nester” couples. .. those 45-64 years of 
ige Whose children ha t home ind the elderly are the dominant purchasers. 
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» Condomini version: to occur in older urban areas. With little develop- 
ble land, high construction costs and in some areas rent controls, conversions are the only 
way to provide homeownership opportunities at reasonable prices. 


e As indicated by the publicity attendant on the rapid growth of the condominium 
market, problems and abuses have occurred. They include: long-term recreaiion leases 
(instead of outright ownership of recreational facilities), shoddy construction, overly- 
complicated legal documents, displacement of existing tenants during conversion, loss of 
deposits, and the general problems of operating and maintaining property owned jointly by 
large numbers of families. 


e The greatest potential problem facing the long-run viability of the condominium is 
difficulty of ope ing and maintaining commonly-owned properties. Failure to maintain 
them will directly a t the value of the individual units as well as the neighborhood in 
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e full text of eport will be available in the near future from the Super- 
intendent of Documents, and will be announced here. In the meantime... copies of an 
Introduction and Executive Summary are available from HUD's Office of Public Affairs, 
Room 4182, Washington, D.C. 20410. (202/755-5277) 





New 701 Regulations Published 


HUD’s final Regulations for the Comprehensive Planning Assistance (Section 701) 
Program appeared in the Federal Register on August 22. 


The Housing and Community Development Act of 1974 significantly changed the 
uirements for recipients of 70/ funds. Pursuant to the legislative change... interim 
ulations were published last December to facilitate the administration of the program. At 
same time comments were requested from the public regarding necessary changes. 


The final Regulations incorporate the necessary procedures and requirements for 
obtaining a 70] grant. 


* 
Publications Available 


Urban Housing and Policy... by William G. Grigsby and Louis Rosenburg. The book 
provides a lucid analysis of the effects of the increased number of housing units which are 
federally-assisted; open housing laws; zoning, etc. Also, it tries to answer a number of 
questions, such as to what extent are current housing problems the result of past policy 
decision. 341 pages. $15.00...from The Center for Urban Policy Research, Rutgers 
University, Bldg. 4051, Kilmer Campus, New Brunswick, New Jersey 08903. 


Toward a Platform for Rural America...a 64-page report on the recent Rural 
America Conference. . . is a distillation of what was said and suggested by the 1,500 delegates 
during the April Rural America Conference in Washington. The 4-day meeting dealt with 
such critical matters as the use of resources and energy, availability of land and credit, 
income maintenance and housing, legal assistance, and access to essential public services such 
as transportation, education and health care. The report can be obtained from Rural 
America, Inc., 1346 Connecticut Ave., N.W., Washington, D.C. 20036 (202/785-2936). $2.50 
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